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ECONOMICS
PAO3CECO02 - THEORY OF PUBLIC ECONOMICS
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Choose the correct alterative and write answer in your answerbook.

Railway service is this kind of good [10]
(@) Private (b) Public (c) Mixed (c¢) Common

Free-riding in case of public goods exists due to this quality

(a) Scarcity (b) Non-exclusivity

(c) Free (d) Non-rivalry

Pigou suggests corrective taxes in case of

(a) Positive externality (b) Negative externality

(c) Common property resources (d) Private goods
The policy with regard to the income and expenditure of the
government is termed as

(&) Monetary Policy (b) Tax Policy

(c) Fiscal policy (d) Expenditure Policy

This is necessary to reduce inequalities of income

(@) Redistribution (b) Distribution

(c) Taxation (d) Stabilization

The theory of maximum social advantage was given by

(@ Pigou (b) Musgrave (c) Lindahl (d) Dalton
If a seller passes the burden of tax on the consumer, it is called
(&) Shifting (b) Backward shifting

(c) Forward shifting (d) Tax Incidence

This is not possible with direct taxes

(@) Incidence oftax (b) Impact of tax

(d) Shifting of tax (d) Burden of tax

A fine is differentiated from a tax because

(@) Itisverylessin value

(b) Itis not compulsory

(d) Its objective is to generate income for the government
(d) Its objective is to prevent a certain activity

The theory of impossibility of arriving at a rational solution through
majority voting was given by

(@ Arrow (b) Dalton (c) Fisher (d) Samuelson



Q.2

Q.2

Q.3

Q.3

Q.4
Q.4

Q.5
Q.5

Explain why is it necessary for the government to intervene in the [15]
economy.

OR
Explain various types of goods and their characteristics, with [15]
suitable examples.

Explain in detail, the Principle of Maximum Social Advantage. What [15]
are its limitations ?

OR
Explain Coasian bargaining principle. How is it useful in mitigating [15]
negative externalities from the economy ?

Discuss the objectives of fiscal policy. [15]
OR

What is Stabilization ? How does the government bring stabilization [15]

in the economy ?

Explain in detail, the 'ability to pay' approach of taxation. [15]
OR
Write a detailed note on taxable capacity and factors affecting it. [15]
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